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Russia’s Arctic Designs and NATO 


Liselotte Odgaard 


Russia’s Arctic strategy for 2020-35 sets the priorities of developing oil 
and gas resources, improving living conditions to attract qualified labour, 
establishing the Northern Sea Route for commercial shipping, rebuilding 
a military presence to protect the country’s Arctic territory and maritime 
space, and protecting the region’s ecological balance.’ These objectives are 
interdependent but also to an extent contradictory. Environmental pro- 
tection is necessary to build secure and lasting infrastructure in the face 
of thawing permafrost. Yet oil and gas development is detrimental to the 
environment. Expansion of the Northern Sea Route facilitates enhanced 
commercial activity along Russia’s coastline, but it engenders opportuni- 
ties for foreign powers to conduct dual-use activities such as surveillance, 
as well as to engage in commercial activity. While Russia may profit from 
expanding the Arctic sea route, the economic and security costs of doing so 
are considerable. For now, owing to its preoccupation with Ukraine, Russia 
may prefer short-term quiescence in the Arctic.? Western sanctions and 
increased Russian military expenditures will also require Russia to delay 
some of its Arctic development plans.’ 

In the longer term, Russia’s invasion of Ukraine has intensified Russia’s 
Arctic dilemmas. Moscow justified the invasion as a response to NATO’s 
eastward expansion, establishing Russia as a military threat to the Alliance 
and focusing NATO on its eastern and northern flanks. Russia’s status as a 
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pariah state from NATO’s standpoint will almost certainly endure, incentiv- 
ising Moscow to redirect its economy away from Europe and North America 
towards Asia. Russia is left with little choice but to strengthen cooperation 
with China on expanding Russia’s Arctic infrastructure to capitalise on the 
transportation potential of the Northern Sea Route. Melting sea ice makes 
the route increasingly viable for commerce.* However, enhancing the com- 
mercial utility of Russia’s Arctic coastline would also increase Russia’s 


strategic vulnerability. 


Political dynamics of the Russian Arctic 

In June 2021, on the eve of the 2oth anniversary of the Treaty of Good- 
neighbourliness and Friendly Cooperation between Russia and China that 
underpins their post-Cold War strategic partnership, the two governments 
announced the future direction of their Arctic cooperation. According to 
their joint statement, Russo-Chinese economic cooperation in the Arctic 
will focus on the use of the Northern Sea Route and the promotion of 
sustainable development on the basis of the principles of mutual benefit 
and respect for littoral states’ interests.” The joint statement from the 
summit between Chinese President Xi Jinping and Russian President 
Vladimir Putin in February 2022, during the run-up to the Ukraine inva- 
sion, repeated this pledge. The statements implicitly signalled strategic 
synergy between China’s economic and political expansion under the Belt 
and Road Initiative and Russia’s Arctic development strategy. Although 
the Ukraine war has required China to walk a tightrope between its com- 
mitment to sovereignty and territorial integrity and its support for Russia, 
Beijing has echoed Moscow in blaming the conflict fundamentally on 
NATO expansion. 

Furthermore, intelligence reports that Beijing asked Moscow to launch 
the invasion after the 2022 Winter Olympics in China ended suggest that 
Beijing will continue to see Russia as a necessary partner in building a Sino- 
centric international order overseen by authoritarian regimes.’ Russia’s 
great-power status in China’s northern neighbourhood, its natural resources 
and its industrial output indicate that cooperation is likely to continue as 


Russian and Chinese economic and security interests diverge from those 


Russia's Arctic Designs and NATO | 91 


of the transatlantic allies. A central question is how much Chinese support 
Russia is willing to accept to develop the Arctic given its strategic aver- 
sion to conceding control of its Arctic coastline or becoming dependent on 
Chinese financial support for managing the Northern Sea Route. 

The Arctic Council is the leading intergovernmental forum for 
promoting cooperation, coordination and interaction among the Arctic 
states. Apart from Russia, which holds the chairmanship until 2023, it 
consists of NATO members and partners: Canada, Denmark, Finland, 
Iceland, Norway, Sweden and the United States. They suspended their 
participation in meetings in March 2022. The precipitating factor was 
Russia’s invasion of Ukraine,’ but the breakdown in dialogue was also 
the culmination of a continuous build-up of Russian and NATO forces in 
the region since 2007. It indicated that NATO’s definition of the Arctic as 
a low-tension area was becoming obsolete and that security dynamics will 
come to dominate the region. 

NATO has been slow to recognise that the Arctic has developed into an 
area of concern from the standpoint of international security, writing off 
Russia’s gradual military build-up as necessary for patrolling its increas- 
ingly busy territorial waters and protecting its legal claims to the seabed. 
The High North was not mentioned in the Alliance’s summit communi- 
qués until the 2021 Brussels Summit. Even then, NATO agreed merely to 
continue to undertake necessary, calibrated and coordinated activities in 
support of the Alliance’s security interests in the High North.’ Like the term 
‘North Atlantic’, which loosely encompasses the ice-free part of the Arctic, 
‘High North’ is a somewhat nebulous political concept. By using the term, 
NATO avoided committing to the security of a particular geographical area. 
This reflects intra-Alliance disagreement on the role of NATO in the Arctic 
and hence the absence of a NATO strategy for the region. 

Among NATO member states with coastlines on the Arctic Ocean, 
Canada has been most critical of the Alliance’s engagement in the Arctic. 
Ottawa shares Russia’s view that as Arctic coastal states, Canada, Denmark, 
Norway, Russia and the US have special territorial and maritime rights and 
obligations that entitle them to a special role in Arctic governance." Both 


Canada and Russia, however, claim exclusive rights over the sea routes that 
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would traverse through waters adjacent to their coastlines, the Northwest 
Passage and the Northern Sea Route respectively. Canada’s position is that, 
under the United Nations Convention on the Law of the Sea (UNCLOS), the 
Northwest Passage constitutes internal waters. Under the same UNCLOS 
provision, Russia asserts the right to administer the Northern Sea Route as 
an ice-covered area and regards the route as internal waters. The United 
States challenges both positions, arguing that the two passages are straits 
through which states enjoy transit rights." 

If NATO became recognised as an institution with legitimate Arctic 
interests, it would be harder for Canada to sustain the argument of special 
territorial and maritime rights and obligations. But NATO is unlikely 
to be able to agree on a unified approach to the Arctic anytime soon, as 
more immediate security challenges compete for the Alliance’s attention. 
Nevertheless, NATO is playing a de facto role in the Arctic by virtue of 
its defence commitments to Arctic member states. More broadly, NATO’s 
political status as a North Atlantic alliance legitimises its protection of the 
Greenland-Iceland—United Kingdom (GIUK) gap and Norway’s coastline, 
which together constitute the supply route between North America and 
Northern Europe and are situated in ice-free parts of the Arctic. 


The Northern Sea Route and the Polar Silk Road 

Russia's Arctic objectives — developing oil and gas resources, improving 
living conditions, expanding the Northern Sea Route, expanding its mili- 
tary presence and protecting the environment — are interdependent. They 
require considerable investment in educational, cultural and other facilities 
to attract qualified labour.” Russia by itself appears to lack resources for 
such investment." 

Acute Russian and Chinese interests converge around developing Arctic 
oil and gas resources and establishing the Northern Sea Route for global 
shipping. It appears more promising than the Northwest Passage along 
Canada’s Arctic coastline and the transpolar sea route through the centre 
of the Arctic Ocean, as the Northern Sea Route may be ice-free during two 
to three summer months by the middle of this century. Still, container ships 


will need icebreaker assistance for the next 20 years, which is costly and will 
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keep container traffic on the Northern Sea Route at modest levels for now." 
Furthermore, the financial viability of such shipping depends on precise 
cargo-delivery times, which are difficult to achieve in waters that are icy for 
most of the year, and on unloading some goods in intermediate ports, which 
are scarce along the sparsely populated Russian coastline. 

Nevertheless, the Northern Sea Route has evolved into Russia’s 
national Arctic waterway, hosting domestic marine traffic and cargo 
such as mineral and energy resources. Transportation of Arctic liquefied 
natural gas (LNG) is already profitable for shipping companies because 
the Russian companies engaged in gas exploration and production, such 
as Novatek and Gazprom, offer them long-term contracts to preserve the 
value of their own investments." Since 2014, the Kremlin’s long-term strat- 
egy has been to increase exports of natural gas and oil to Asian markets 
via the Northern Sea Route as it becomes increasingly profitable, so as to 
achieve greater balance with the pipeline gas flows from Western Siberia 
to European customers, the future of which is in doubt.” China is Russia’s 
biggest export destination. Since 2014, when Russia annexed Crimea 
and was subjected to severe Western sanctions, the two countries have 
increased bilateral trade. The Russian—Ukrainian war is likely to acceler- 
ate these plans as Russia and China begin to decouple from the West to 
decrease strategic dependency on Europe and America. 

The Northern Sea Route allows Russia and China to bypass other coun- 
tries when trading in strategic resources. Their cooperative use makes 
it harder for NATO allies and partners to target the two countries with 
effective sanctions. Chinese participation in Russian energy development 
also secures Beijing access to sparse resources and allows it to avoid areas 
with security risks such as the Persian Gulf.'* LNG is currently the main 
driver of growing shipping on the Northern Sea Route. The China National 
Petroleum Corporation (CNPC) and China’s Silk Road Fund hold a 30% 
stake in the first phase of Russia’s LNG project in Yamal. Starting in 2018, 
Chinese shipping firms have handled LNG cargos to China. The CNPC and 
China National Offshore Oil Corporation together have a 20% stake in the 
second phase of the Arctic LNG project, due to begin operating in 2023 on 


the Gydan Peninsula.” In June 2019, Russia and China signed an agreement 
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to develop an oilfield in Payakha on the Taymyr Peninsula, which houses 
one of the largest oil-storage facilities in the Arctic and includes a crude- 
oil port capable of handling 50 million tonnes per year. China National 
Chemical Engineering No. 7 Construction Company is the main contractor 
on the project, which is part of the Polar Silk Road.” 

China is carrying out the first step of its plan to connect the Northern 
Sea Route to its Polar Silk Road, announced in January 2018.” This involves 
linking the Northern Sea Route to port and rail hubs in China. In 2014, the 
government of China’s Jilin province, the China Merchants Group and 
Russia’s largest port operator signed a framework deal to develop Zarubino, 
which is located southwest of Vladivostok and near the Chinese border, 
into the largest port in Northeast Asia, with capacity to handle 60m tonnes 
of goods per year. Railways linking the port with inland regions of China 
are also planned. The Zarubino project would allow China and Russia to 
bypass the Baekdusan sea route, which links the Zarubino and Chinese port 
of Hunchun via Sokcho, South Korea. 

China’s plans for developing the Northern Sea Route farther north are 
more tentative. But although other countries are pursuing investments, 
China is the only one with sufficient financial muscle and political connec- 
tions with Russia to establish an integral stake in the area’s infrastructure. 
Given the need for such infrastructure to accommodate extreme weather 
conditions, Russia is likely to approve Chinese projects provided they 
allow Moscow to maintain substantial strategic control. China and Russia 
have developed a workable division of labour with comparable strategic 
equities in Central Asia over the past 25 years, whereby each side under- 
stands and is willing to work around the other’s constraints.” Because of 
Russia’s intricate bureaucracy, projects approved at the political level are 
often very slow to reach the implementation stage.” But China has been 
patient with Russian decision-making procedures without losing sight of 
the long-term aims. 

One notable project that might serve as a model is the deep-water port 
planned for the island of Mud’yug to the north of Arkhangelsk, a Russian 
city near the Finnish border. Linking up with Russia’s railway network, 


the port will help foster a combined sea—land transportation system and 
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improve links to Siberia. The local government predicts the new port and 
associated railways will create 40,000 jobs in the region and contribute to 
economic growth in both Russia and China.” 

China wants to build Chinese-operated marine facilities in the ports of 
Arkhangelsk, Murmansk, Sabetta, Tiksi and Uelen along Russia’s Arctic 
coastline.” China is also building semi-submersible heavy-lift ships that 
facilitate salvage operations, as well as a new-generation nuclear-powered 
icebreaker.*° Russia has five such vessels and is building five more. China’s 
will exclusively operate in the Arctic, allowing the country to conduct 
research expeditions and establish situational awareness. If all of China’s 
plans for building Arctic infrastructure, sur- 


veillance and transport facilities obtained 

Russian approval, China would be able to Russia is not li kely to 
operate commercially and militarily I the relin qu ish control 
Northern Sea Route. Russia, however, is not 
likely to relinquish unilateral control, permit China to carry out independ- 
ent escorts or give China permission to build its own replenishment and 
repair facilities. Even so, if commercial interest and activity in the Northern 
Sea Route grow significantly, even limited Sino-Russian cooperation in 
operating ports would enable the two countries to handle large amounts of 
shipping traffic. This year, China plans to launch a satellite to track shipping 
routes and monitor changes in sea ice. Sino-Russian satellite data-sharing 
would also serve security-surveillance purposes and could facilitate future 
cooperation in more sensitive outer-space areas. 

Digitalisation of the Arctic energy industry is an important part of 
Russia's strategy.” Russia's plans for digitalisation include creating a 
12,650-kilometre, exclusively state-funded fibre-optic cable stretching along 
the Northern Sea Route from Teriberka on the Barents Sea to Vladivostok in 
Russia’s Far East. The so-called Polar Express Cable will be operated by the 
state-owned company Morsviazsputnik, and supply internet capabilities in 
Arctic port towns and to Kamchatka and Sakhalin in Russia’s Far East. In 
August 2021, Russia began laying its first undersea fibre-optic cable, incor- 
porating Chinese optical fibre as well as Russian components, through the 
Arctic. It is due to be completed in 2026. 
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It remains to be seen whether Russia will allow China to help deploy 
and operate an Asian extension. Chinese digital-infrastructure capabili- 
ties in freight, e-commerce and payment systems are more technologically 
advanced and cheaper than Russian ones. Expansion of the Northern Sea 
Route requires digitalisation of freight systems to efficiently link shippers 
with truckers. China’s Full Truck Alliance is the world’s largest digital 
freight platform, offering industry-wide logistics support, such as freight 
matching and pricing. The company plans to provide cross-border ser- 
vices to Silk Road countries.” Russo-Chinese cooperation in this area is 
likely to expand to the extent that Moscow can avoid relinquishing digital 
control to Beijing. 

Joint ventures on digital cooperation involving companies from each 
country might strike a viable balance. Joint ventures have already gained 
traction. In 2020, the Chinese company Alibaba’s AliExpress Russia 
e-commerce platform, a joint venture between Chinese and Russian digital 
and investment companies, had the largest daily user base across mobile 
devices and desktop computers of any local e-commerce platform.” Joint 
ventures seem likely to proliferate insofar as they would allow both countries 
to accelerate decoupling from Western transportation, manufacturing and 
financial markets. 

Dollar-based sanctions against Russia are likely to reinforce incentives 
for cooperation between Moscow and Beijing. The two countries may try to 
insulate Russo-Chinese trade in energy and other commodities from puni- 
tive financial measures from NATO countries. After Russia’s February 2022 
attack on Ukraine, Canada, the European Union, the UK and the US blocked 
major Russian banks from using the Society for Worldwide Interbank 
Financial Telecommunication (SWIFT) system, which handles money 
transfers for financial institutions, hitting Russia’s economy hard. China’s 
Cross-border Interbank Payments System (CIPS), which handles 3% of 
global transactions, and the Digital Yuan e-CNY, which was technologically 
ready for cross-border use in February 2022, may facilitate Russo-Chinese 
decoupling from the dollar to undermine US economic hegemony.” 

Notwithstanding the short-term practical synergies and nascent collabo- 


rations between Russia and China in the Arctic, however, questions remain 


Russia's Arctic Designs and NATO | 97 


about the extent to which Russian and Chinese interests really do align in 
the Arctic in the long term. It is unclear whether Russia would be willing to 
tolerate robust Chinese activity there indefinitely. NATO should factor this 
uncertainty into its assessments of prospective NATO Arctic policies, and 
in particular those policies or actions that might perversely strengthen the 


Russia—China relationship. 


NATO’s growing military presence in the North Atlantic 

Since 2007, the Arctic has gradually become militarised. As the US and 
Russia have recognised strategic interests in the region, non-Arctic states 
have become increasingly involved in Arctic affairs, and China has asserted 
itself as a near-Arctic state.” Since 2014, NATO has enhanced its strategic 
reach, readiness and deterrence in the Arctic. The US has prioritised pro- 
tecting freedom of navigation and coordination with its European allies, 
and deployed additional troops and equipment, especially in Norway and 
Iceland. In addition, NATO has increased its exercise and training tempo, 
enhanced its intelligence, surveillance and reconnaissance (ISR) capabilities, 
and strengthened intelligence-sharing among allies and partners.” 

Russian and NATO airfields, military bases and coastguard facilities in 
the Arctic are in relatively close proximity.** Russia’s Northern Fleet is head- 
quartered in Severomorsk at the Barents Sea near northern Norway and 
Finland. Since the invasion of Crimea in 2014, Russia has built more than 
475 structures in the Arctic. Russia and NATO conduct extensive military 
exercises in the Arctic. In January 2022, Russia held a set of exercises from 
the Pacific to the Atlantic. In March 2022, Norway hosted the major Arctic 
exercise Cold Response with NATO allies and partners. The exercises are not 
merely intended to test and improve the performance of the participants’ 
armed forces — they are also meant to strengthen deterrence by demonstrat- 
ing capabilities, inter-operability and preparedness. Russia and China hold 
joint exercises regularly in their near abroad but have not yet done so in the 
Arctic.* While this suggests that they are not contemplating a direct mili- 
tary role for China in the Arctic, a limited supporting role — for example, 
sharing dual-use information such as surveillance data with Russia — seems 


likely to materialise. 
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The Barents Sea constitutes the entry and exit point to the Kola Peninsula 
from the Northern Sea Route. By way of Northern Fleet bases, supported 
by a dense network of air-defence, aviation and ground forces, Russia 
has focused on closing off access as traffic increases on the sea route to 
protect its strategic submarine force and to preserve year-round access to 
the Atlantic. Distance and climate limit its reach into the Arctic. Russia has 
modernised the Nagurskoye airfield on the Franz Josef Land archipelago, 
deployed multiple surface-to-air missiles and radar units, and authorised 
commanders to plan and carry out interception operations. These efforts 
enhance its multi-domain awareness and power-projection capability, and 
consolidate a bastion strategy for protecting Russia’s ballistic-missile sub- 
marines.” Russia has also invested heavily in precision-guided missile 
technology, enabling it to threaten distant targets and achieve sea denial 
without deploying traditional naval or air forces. 

In addition, Russia has started building shelters for submarines on the 
Kamchatka Peninsula in its Far East near Petropavlovsk-Kamchatsky, which 
is a key base for the Russian Pacific Fleet. The shelters will be supplying 
submarines with missiles and torpedoes, and hosting full-scale repair and 
maintenance work. The location provides good protection against enemy 
monitoring compared with the traditional headquarters of the Pacific Fleet 
in Vladivostok, which faces the Sea of Japan.” With improved energy 
and transportation infrastructure, Russia will be better able to patrol the 
Northern Sea Route, carry out undersea maintenance and conduct offensive 
operations against enemy vessels. 

The evolving security dynamics of the Arctic create incentives for Russia 
to increase militarisation of the Northern Sea Route and tighten control of the 
entry and exit points to the Barents Sea. They also encourage Russia to engage 
in closer cooperation with China, focusing on ISR sharing rather than a direct 
Chinese military role. Chinese investments in infrastructure, energy and 
mining projects across the Arctic — in Canada, Finland, Greenland, Iceland, 
Norway, Sweden, the UK and the US - provide Beijing with dual-use ISR 
capabilities. Data gleaned and shared by China would enhance Moscow’s 
and Beijing’s ability to threaten NATO supply lines in the North Atlantic 
and coordinate challenges to NATO along China’s coastline and Russia’s 
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border with NATO. Integration of Russian and Chinese satellite-navigation 
systems could further strengthen strategic collaboration, helping them to 
complicate NATO power projection through coordinated GPS-disruption 
operations. Joint reconnaissance capabilities would refine Moscow’s ability 
to use precision-guided missiles against NATO’s defence infrastructure. The 
degree of trust required for such integration, however, is considerable, and 
the partnership may not be strong and durable enough to generate it. 


Avoiding armed conflict 

Russia’s invasion of Ukraine appears to have rendered its relations with 
NATO resolutely adversarial for the foreseeable future. Fruitful security 
dialogue between the two, let alone stabilising reassurances or confidence- 
building measures, may not be feasible for some time. But with commercial 
and military activity increasing in the Arctic, the region is becoming more 
susceptible to miscalculation and inadvertent escalation between NATO and 
Russia, and the war in Ukraine has made misunderstandings more likely 
and potentially consequential. In the absence of full diplomatic engagement 
between NATO and Russia on Arctic matters, rules-of-the-road and decon- 
fliction communication is important and is probably, in fact, happening. 
Russia and the United States established a hotline after Russia’s invasion 
of Ukraine, and US Secretary of Defense Lloyd Austin III, on his initiative, 
spoke with Russian Minister of Defence Sergei Shoigu in mid-May.* It is 
crucial that such communications continue and, ideally, expand. 

To further enhance Arctic security and stability, NATO should strengthen 
its defence and ISR capabilities there. This requires that NATO improve its 
ability to protect its assets in the GIUK gap from Russian submarine attacks 
and the US mainland from Russian missile attacks. For these purposes, frig- 
ates, submarines, and air and missile defences are key. In addition, improving 
inter-operability among NATO allies and partners should be given priority. 

The United Kingdom’s commitment to deeper integration and inter- 
operability can furnish guidance on how NATO member states can prepare 
to meet growing Arctic security challenges. The UK’s 2022 Arctic defence 
strategy emphasises increased training and operations with allies and part- 


ners, as well as protecting critical underwater national infrastructure and 


100 | Liselotte Odgaard 


ensuring freedom of navigation through international seas and exclusive 
economic zones. London will permanently station a marine strike group in 
the Arctic, which is to rotate among locations.” 

Direct NATO coordination of large-scale exercises would also be advis- 
able. The Cold Response exercise has been hosted by Norway but thus far not 
orchestrated by NATO, reflecting NATO’s lack of a coherent North Atlantic 
strategy. NATO coordination would facilitate the integration of lessons 
learned into the Alliance’s operational activities and planning.“ Some urge 
that NATO must be positioned as the prime structural driver for improv- 
ing credible deterrence and capable defence in the Arctic. However, with 
NATO’s eastern flank giving rise to immediate security concerns, it may not 
have the bandwidth to arrive at a common strategy for the northern flank 
in the short term. Even so, potential synergies should be appreciated in 
determining NATO priorities. In particular, NATO supply lines through the 
GIUK gap are essential for defending the Baltic member states and Poland, 
as well as Arctic member states, against Russian military aggression. 
Accordingly, the two regions should be afforded roughly equal priority in a 
revised NATO strategy. 

Enhanced data and intelligence sharing would improve the defence 
posture of NATO member states in the Arctic. Moreover, integration 
between US and European satellite-navigation systems would significantly 
upgrade NATO’s ability to overcome Russian and Chinese impediments 
to war fighting — in particular, to use precision-guided missiles to disrupt 
Russian and Chinese defence infrastructure and give Russia and China a 


taste of their own medicine in the event of armed conflict. 


NATO may not be able to readily agree on a full-spectrum approach to 
China. However, the cyber and space domains present realistic opportunities 
for NATO consensus because, insofar as they encompass threats from other 
adversaries such as Russia and Iran, they do not require singling out China 
as a threat that triggers Article 5 collective-defence guarantees. In addition, 


the Alliance already has an array of instruments to deal with cyber and space 
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challenges from these countries that can be extended to China without explic- 
itly pronouncing it a threat. Expanding NATO’s cyber and space toolbox to 
encompass countering adversarial Chinese behaviour and collaboration with 
Russia in the Arctic would help ensure NATO’s strategic and operational 
competence in defending member states. From both a political and an opera- 
tional perspective, it would also keep the US committed to and focused on 
NATO even as it directs primary strategic attention to the Indo-Pacific. 
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